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CONFIDENTIAL ROME 17760 
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E.O. 11652: GDS 
TAGS: EAGR, FAO 

SUBJ: DRAFT POST HARVEST LOSSES (PHL) FUND RESOLUTION: LEGAL 
ASPACTS 

REF: A) ROME 17758 B) ROME 17759 

1 . THIS MESSAGE DISCUSSES SOME LEGAL AND FINANCIAL ASPECTS 
OF OPTION NO. 2 IN PARA 3 OF REFTEL (B). WE SHOULD BEAR 

IN MIND THAT WE PROBABLY INSIST ON IMMEDIATE REIMBURSEMENT 
OF SUSPENSE ACCOUNT FUNDS RECOGNIZED AS OURS BY THE GG 
RESOLUTION. THEY WOULD INSTEAD MOVE INTO THE GENERAL FUND 
UNDER SUSPENSE ACCOUNT RULES IN 35/75 AND NOT COME BACK 
TO US UNTIL JANUARY 1. 1979 ANYWAY. BUT LEGAL EXPERTS WILL 
NEED TO EXAMINE WHETHER WED GET BACK A SUM EQUIVALENT TO 
ONE THIRD OF THOSE SUSPENSE ACCOUNT FUNDS TRANSFERRED TO THE 
PHL TRUST FUND AND WHETHER THAT SUM, LEFT IN THE SUSPENSE 
ACCOUNT WOULD RETAIN ITS U.S. LABEL IF IT MOVED TO THE 
GENERAL FUND. WOULD WE, IN FACT, SIMPLY GET 25 PERCENT 
OF WHAT WOULD UP IN GENERAL FUND IN JANUARY 1979? IF SO, 

OPTION 2 IS A FINANCIALLY DUBIOUS PROPOSITON. 

2. ANOTHER LEGAL QUERY WOULD BE AS TO WHETHER WE 
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COULD INTERPRET OUR DISASSOCIATION FROM THE GG DRAFT 
APPROACH IN A WAY WHICH PERMITTED OUR SHARE OF THE "UP 
TO $10 MILLION" OF TRANSFERRED SUSPENSE ACCOUNT MONIES 
TO GO INTO THE PHL TRUST FUND CARRYING WITH IT ITS JANUARY 1 , 

1979 POTENTIAL FOR REIMBIISF. ABILITY. 

3. FINAL LEGAL OPINION NEEDED WOULD INVOLVE WHETHER, 
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EVEN IF WE STOOD ASIDE, SAOUMA COULD STILT. TRANSFER "UP 
TO $10 MILLION" FROM THE SUSPENSE ACCOUNT UNDER THE GG 
APPROACH AND LEAVE A CORRESPONSING U.S. $3-1/3 MILLION 
IN THE SUSPENSE ACCOUNT - A SOLUTION WHICH MIGHT REQUIRE 
SCALING DOWN, AS WE WOULD PREFER, HIS SPECIAL RESERVE 
ACCOUNT PROPOSAL. IF HE DID THIS, THE U.S. WOULD IN 
EFFECT WIND UP, PROVIDING THE FAO, UNDER A PROLONGED 
SUSPENSE ACCOUNT, ITS INSURANCE AGAINST CURRENCY FLUCTUA- 
TIONS - AN INTERESTING IRONY AT A TIME WHEN THESE ORIG- 
INATE PRIMARILY FROMTHE DECLINE OF THE DOLLAR. 

4. COMMENT: THESE QUERIES, WHETHER RELEVANT OR FAR OUT, 
REQUIRE ATTENTION BEFORE WE CHOOSE AMONG THE OPTIONS 
DESCRIBED IN PARAS 3 OF REFTELS. GARDNER 
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